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INSPECTOR GENERAL
DEPARTMENT OF DEFENSE
400 ARMY NAVY DRIVE
ARLINGTON, VIRGINIA 22202-2884

February 23, 1996

MEMORANDUM FOR ASSISTANT SECRETARY OF THE AIR FORCE
(FINANCIAL MANAGEMENT AND COMPTROLLER)

SUBJECT: Audit Report on the Management and Administration of the United States
Air Force Academy (Report No. 96-075)

We are providing this audit report for review and comment. The audit was
performed in response to a congressional request. Management comments on a draft of
this report were considered in preparing the final report.

DoD Directive 7650.3 requires that all unresolved issues be resolved promptly.
Therefore, we request that the Air Force provide additional comments by April 23,
1996, on revalidating and clarifying the Secretary of the Air Force Action
Memorandum, revoking Athletic Association contracting warrants, lodging the football
team at local hotels before home games, evaluating the pay status of civil service
coaches attending Sports Camps, discontinuing the mail order catalog, collecting
endorsement contracts performance awards revenues, and eliminating Prime Base
Engineer Emergency Force follow teams. See Findings A and B for the required
responses.

We appreciate the courtesies extended to the audit staff. Questions on the audit
should be directed to Mr. Harlan M. Geyer, Audit Program Director, at
(703) 604-9594 (DSN 664-9594) or Ms. Jean M. Jackson, Audit Project Manager, at
(703) 604-9490 (DSN 664-9490). See Appendix I for the report distribution. Audit
team members are listed inside the back cover.

WA

Robert J. Lieberman
Assistant Inspector General
for Auditing



Office of the Inspector General, DoD

Report No. 96-075 February 23, 1996
(Project No. 4RA-5051.03)

Management and Administration of the
United States Air Force Academy

Executive Summary

Introduction. The Chairman, Senate Subcommittee on Manpower and Personnel,*
Committee on Armed Services, requested this audit in response to a provision in the
National Defense Authorization Act for FY 1993. That provision directed the
Inspector General, DoD, to audit the noninstructional military staff positions at the
Service academies. The Chairman, however, desired an overall evaluation of the
management and administration of the academies. This is the last in a series of reports
on the audit results.

Audit Objectives. The audit objectives were to determine whether the operations of
the United States Air Force Academy (Academy) were within the intent and scope of
United States Code, title 10, and DoD guidance; to evaluate the economy and
efficiency of the operations of the Academy; and to follow up on recommendations in
Inspector General, DoD, Audit Report No. 94-002, "Noninstructional Military
Positions at the United States Air Force Academy," October 15, 1993. The audit also
evaluated the effectiveness of applicable management controls at the Academy.

Audit Results. The Academy was generally operating within the intent and scope of
United States Code, title 10, and DoD guidance and had begun implementing the
position management recommendations in Inspector General, DoD, Report
No. 94-002. The audit identified the following conditions as warranting management
action.

o The Athletic Association executed procurement actions that did not comply
with Federal, DoD, and Air Force policies and procedures; unnecessarily disbursed
about $30,000 for lodging and meals for the football team; inappropriately received
appropriated funding support; accrued significant overtime; accepted travel benefits
from private companies; and did not distinguish between contract personnel and
Government employees. As a result, an undeterminable amount of both appropriated
and nonappropriated funds were unnecessarily spent (Finding A).

o The Academy incorrectly designated about 150 civil engineering positions in
the 10th Civil Engineering Squadron as military-unique. As a result, 150 military
personnel could be available for reassignment to more essential functions within the
Air Force without adversely affecting the mission of the Academy (Finding B).

o The Academy was authorized 33 positions that were not essential for the
accomplishment of its mission or for the maintenance of the quality of life of the Cadet
Wing. Also, the Academy designated three positions as military-unique, although the
duties and responsibilities of those positions could be accomplished more
cost-effectively by using civilians (Finding C).

*Now, Subcommittee on Personnel.



Implementation of the recommendations will enable management to reassign military
personnel within the Air Force without affecting the mission of the Academy.
Implementation will also provide funds that could be put to better use for the FYs 1996
through 2001 Future Years Defense Program. Appendix G summarizes the potential
benefits of the audit.

Summary of Recommendations. We recommend clarifying Secretary of the
Air Force policy, establishing policies and procedures to comply with Federal and DoD
guidance, conducting oversight of the Athletic Association operations, realigning the
Athletic Association's contracting operations, eliminating football players' midday meal
allowances at home football games, abolishing the mail order catalog, and reporting the
technical ethics violation. We recommend terminating the wartime requirement in civil
engineering, reclassifying 150 military positions to civilian positions, and determining
whether the civil engineering operations at the Academy could be contracted out. We
also recommend reviewing and approving unfunded manpower requirements; providing
the implementation dates and benefits resulting from the consolidation and realignment
of functions; determining whether supply services could be added to an existing supply
contract; and converting three military positions to civilian positions.

Management Comments. The Air Force concurred with all recommendations in the
draft report except the discontinuing of lodging the football team in local hotels before
home games, placing civil service coaches in the correct pay status for Sports Camps,
discontinuing the issuance of the gift shop mail order catalog, stopping the withholding
of taxes and paying the employers' share of Federal Insurance Contribution Act
contributions for contract employees, establishing procedures for collecting
endorsement revenues, and eliminating the military engineers and replacing them with
civilian or contract personnel. The Air Force did not address revoking contract
warrants from Association personnel or transferring previously collected utility charges.
In addition, while the Air Force concurred with revalidating and clarifying the
1987 Secretary of the Air Force Action Memorandum, we take exception to exemptions
incorporated into the new Action Memorandum. See PartI for a summary of
management comments and Part III for the complete text of the comments.

Audit Response. We continue to believe that the propriety, economy and efficiency of
Academy operations would improve by implementation of the recommendations to
discontinue lodging the football team in local hotels before home games, to place civil
service coaches in the correct pay status for Sports Camps, to discontinue issuance of
the gift shop mail order catalog, to establish procedures for collecting endorsement
revenues, to eliminate the military engineers and replace them with civilian or contract
personnel, and to revoke contract warrants from Association personnel. Air Force
policies and regulations do not hamper Athletic Association operations, are generally
based on DoD and Federal regulations, and should not be eliminated as controls over
the Athletic Association.

We ask that the Air Force provide additional comments on the final report by April 23,
1996.

ii
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Part I - Audit Results



Audit Results

Audit Background

The Chairman, Senate Subcommittee on Manpower and Personnel, 1 Committee
on Armed Serv1ces requested this audit in response to a prov1s1on in the
National Defense Authorization Act for FY 1993. That provision originally
directed the Inspector General, DoD, to audit the noninstructional military staff
positions at the military academies. The Chairman, however, desired an overall
evaluation of the management and administration of the Service academies.

The United States Air Force Academy (Academy) is the newest of the
academies. The Academy was established in 1954 and is located near Colorado
Springs, Colorado. The mission of the Academy is to "develop and inspire air
and space leaders with vision for tomorrow." To accomplish that mission, the
Academy is charged with providing training and experience to its 4,012 cadets
so that they graduate with the knowledge, character, and motivation essential to
leadership as career officers in the Air Force. Students (cadets) at the Academy
receive instruction in academics, professional military training, and athletics and
are subject to a character and honor code system that covers every aspect of
Academy life. Upon graduation, cadets are commissioned into the Air Force
with the rank of second lieutenant.

For FY 1994, the Academy was authorized $283.8 million, of which
$121.8 million was for operation and maintenance. As of May 9, 1995, the
Academy employed 2,055 military and 1,822 civilian personnel.

Organizational Structure. The Academy is unique in that it is a university
supported by an Air Force base and is tasked as a major command because of its
status as a direct reporting unit. The Superintendent is the commander of the
Academy and reports directly to the Chief of Staff of the Air Force. The Vice
Commander (formerly the Chief of Staff) serves as the administrator. The Vice
Commander directs and coordinates staff operations and performs other
functions as directed by the Superintendent. In addition, the Academy has a
Board of Visitors that provides oversight.

The 10th Air Base Wing. Although the Academy is able to provide instruction
and support the daily needs of the cadets, the Academy receives support from
the 10th Air Base Wing (ABW). The 10th ABW is an active duty Air Force
1nstallat10n established in November 1994. The mission of the 10th ABW is to

"continuously improve the facilities, services, and resources needed to
accomplish the Academy mission; and to support Academy _personnel, their
families, and our surrounding community." The 10th ABW is organized like
other active wings. For example, the 10th ABW has Directorates for Logistics,
Civil Engineering, Security, and Services.

INow, Subcommittee on Personnel.



Audit Results

Audit Objectives

The audit objectives were to determine whether the operations of the Academy
were within the intent and scope of United States Code, title 10, and DoD
guidance; evaluate the economy and efficiency of the operations of the
Academy; and follow up on recommendations in Inspector General, DoD,
Report No. 94-002, "Noninstructional Military Positions at the United States
Air Force Academy," October 15, 1993. The audit also evaluated the
effectiveness of applicable management controls at the Academy. See
Finding A for a discussion of the management control weaknesses we identified
and Appendix A for a discussion of the audit scope, methodology, and
management control program. See Appendix B for a summary of prior
coverage related to the audit objectives, Appendix C for a discussion of matters
related to the Athletic Department and programs, and Appendix D for a
discussion of matters related to recommendations in Report No. 94-002.



Finding A. Athletic Association
Operation and Management Procedures

The Academy Athletic Association's procurement actions did not comply
with DoD and Air Force policies and procedures. Also, the Athletic
Association unnecessarily disbursed about $30,000 for football team
expenses; inappropriately received appropriated funding support; accrued
high levels of and unauthorized overtime; accepted travel benefits from
private companies; and did not distinguish between contract personnel
and Government employees. These conditions occurred because the
Athletic Association did not follow procedures and guidance in public
law, DoD, and Air Force instructions and regulations, as a result of its
interpretation of a 1987 Secretary of the Air Force Memorandum and
waivers. As a result, both appropriated and nonappropriated funds were
unnecessarily expended.

1987 Secretary of the Air Force Memorandum and Waivers

The Athletic Association is a nonappropriated fund instrumentality authorized
and established to provide essential supplemental support for the Academy's
athletic programs. The specific objectives of the Athletic Association are to:

o provide direct supplemental support to the Academy athletic
programs, which entails participation in physical education, intramural sports,
and intercollegiate athletics by members of the Cadet Wing;

o enhance the public image of the Academy and the Air Force; and

o provide a medium through which the general public can be exposed to
the Academy and its athletic programs.

The Athletics Department is responsible for overseeing the day-to-day activities
of the Athletic Association.

Secretary of the Air Force Action Memorandum. On April 14, 1987, the
Secretary of the Air Force signed an Action Memorandum that specifies the
policies governing the operations of the Athletic Association as a Supplemental
Mission Services Nonappropriated Fund Instrumentality of the Air Force. The
Action Memorandum states that the Athletic Association is a highly specialized
organization and that it is unlike any other nonappropriated fund activity in the
Air Force. The Action Memorandum also states that the operations of the
Athletic Association would be in accordance with directives applicable to other
nonappropriated fund instrumentalities, except where specific waivers have been
requested by the Superintendent of the Academy and have been approved by the
appropriate Air Force agency. Specifically, the Action Memorandum states:



Finding A. Athletic Association Operation and Management Procedures

. . . the entire operations of the [Athletic Association] will be subject
to full scrutiny, and will adhere to standard intercollegiate policy,
practices, and athletic regulations as promulgated by the NCAA
[National Collegiate Athletic Association], so long as such policy,
practices, and athletic regulations are not inconsistent with applicable
Federal laws or DoD or other Federal agency regulations.

The Action Memorandum grants specific operating waivers to the Athletic
Association in areas relating to procurement, public relations, insurance, and
personnel contracts. For the complete terms of the waivers, see Appendix E.
An official of the Office of Financial Management, Plan, Systems and Analysis,
Nonappropriated Fund, Headquarters, Air Force, stated that no other waivers
existed and that no additional waivers had been granted to the Athletic
Association and its operations. Also, as of May 9, 1995, the Superintendent of
the Academy was unaware of any additional waivers granted or requested for
the Athletic Association other than those cited in the April 1987 Secretary of the
Air Force Action Memorandum.

The Athletic Department and the Athletic Association Interpretation of the
Action Memorandum. Personnel in the Athletic Department and the Athletic
Association interpreted the Secretary of the Air Force Action Memorandum as a
blanket waiver in four categories: procurement, personnel contracts, public
relations, and insurance. For procurement, some Athletic Department and the
Athletic Association officials interpreted the waiver to mean that the Athletic
Association had no limits on the types of procurement actions it could process.
Specifically, some Athletic Department and Athletic Association officials
believed none of the Athletic Association's procurement actions were bound by
any Air Force regulation or instruction. Also, some Athletic Department
officials stated that the public relations element of the Athletic Association was
neither restricted by nor required to comply with Air Force regulations or
instructions, because Air Force policies do not address the unique operations of
the public relations program. Further, the Athletic Association considered
almost every activity it sponsored, including revenue-generating activities such
as public relations, as relating to the Athletic Department, the Academy, or the
Air Force mission.

The Academy Staff Judge Advocate Interpretation of the Action
Memorandum. The Academy Staff Judge Advocate office is responsible for
reviewing a variety of the Athletic Association's actions, including services
contracts.2 On September 19, 1994, the Staff Judge Advocate issued a legal
opinion on his interpretation of the Action Memorandum. The Staff Judge
Advocate stated that of the four waivers, the procurement waiver was the most

2The Athletic Association has three different categories for contracting. First,
individual service contracts are used to contract an individual or a group of
individuals for a specific service or services. The individual(s) do not
necessarily possess unique skills required to perform the specific service.
Second, personal service contracts are contracts specifically for contract
coaches, coaching staff, secretaries, and marketing and development personnel.
Third, nonpersonal service contracts are contracts for services other than
personnel (for example, lodging, advertising, or sports camp supplies).

5



Finding A. Athletic Association Operation and Management Procedures

extensive and granted the Superintendent the most authority. The Staff Judge
Advocate further stated that the Superintendent was authorized to waive
provisions of Air Force Regulation 34-3, "Personnel Service, Morale, Welfare
and Recreation Basic Responsibilities, Policies, and Practices," February 15,
1974, which were inconsistent with acceptable intercollegiate athletic practices.
However, the Staff Judge Advocate also stated that procurement actions must
conform with DoD directives and instructions. For the public relations waiver,
the Staff Judge Advocate stated that the Athletic Association was authorized to
conduct public relations activities common to intercollegiate athletics and
consistent with National Collegiate Athletic Association policies. For the
insurance waiver, the Staff Judge Advocate stated that the Athletic Association
was authorized to procure commercial insurance, but was required to review its
policies annually to determine the possibility of using the Air Force
nonappropriated fund central insurance funds. For the personnel contracts
waiver, the Staff Judge Advocate stated that the Secretary of the Air Force
identified certain personnel who could be hired using personal services
contracts.

Inspector General, DoD, Deputy General Counsel Opinion Concerning the
Waivers. On April 20, 1995, the Office of Deputy General Counsel, Inspector
General, DoD, issued an opinion on the Action Memorandum. The Deputy
General Counsel stated that the Action Memorandum provided limited waiver
authority to the Superintendent of the Academy. The Deputy General Counsel
also stated that the Action Memorandum authorized limited waiver authority to
the Superintendent in relation to Air Force Regulation 34-3. The opinion
further states that if specific waiver authority was obtained, exemptions from
other provisions may be granted. However, the Deputy General Counsel stated
that the thrust of the Action Memorandum was that the operation of the Athletic
Association would be in accordance with directives applicable to other
nonappropriated fund instrumentalities absent specific waivers from the Air
Staff. The opinion further explained that the Action Memorandum statement
that the Athletic Association "may follow NCAA [National Collegiate Athletic
Association] practices so long as such policy, practices, and athletic regulations
are not inconsistent with applicable Federal laws or DoD or other Federal
agency regulations" did not exempt the Athletic Association from all Air Force
policy, directives, and instructions. The Deputy General Counsel concluded
that the Athletic Association was subject to Air Force policy requirements and
that the Action Memorandum did not provide a blanket waiver under which the
Athletic Association could operate.

Athletic Association Procurement Practices

Athletic Association Policy Requirements. The Athletic Association's
procurement practices did not comply with DoD regulations.  Athletic
Department Operating Instruction 176-5, "Procurement of Supplies, Equipment
and Services," January 6, 1995, identifies the procurement policy for the
Athletic Association. The Instruction states, "individuals filling the following
positions may approve or negotiate contracts: Director of Athletics, Director of

6



Finding A. Athletic Association Operation and Management Procedures

Athletic Support, Athletic Business Manager, and Event/Logistics Manager."
The Instruction also states that purchase orders and contracts associated with the
following categories were exempt from procurement provisions:

o intercollegiate athletic contest agreements and game officials;

o transportation, meals, and lodging for athletic teams and athletic
support personnel;

o professional athletic staff contracts; and
0 public relations, promotion, and advertising.

However, none of the personnel in the positions identified in Instruction 176-5
had been given the authority to approve or negotiate contracts. Additionally,
Instruction 176-5 conflicts with DoD nonappropriated funds procurement
policies.  Specifically, categories identified in Instruction 176-5 were not
exempt from procurement policies in DoD Instruction 4105.67,
"Nonappropriated Fund Procurement Policy," October 2, 1981. DoD
Instruction 4105.67 requires that purchase orders and contracts be competed to
the maximum extent practical, prices paid by the Government be fair and
reasonable, sole-source procurements be justified, and individuals involved in
the procurement process be trained in procurement policy and procedures.
Therefore, Instruction 176-5 should be revised to incorporate applicable DoD
guidance.

Purchase Order Operations. We reviewed the Athletic Association's
Nonappropriated Fund Purchase Order Registers for school years 1993 through
1994 and 1994 through 1995 (ending February 2, 1995). The purchase order
registers contained more than 1,000 purchase orders with a total value of about
$1 million. We selected 69 purchase orders with values of more than $2,500
each. The total value of purchase orders selected for review was about
$590,000 or 59 percent of the disbursements listed on the Athletic Association's
purchase order registers.

Lack of Competition. Of the purchase orders reviewed, the Athletic
Association issued purchase orders totaling about $322,000 that were not
competed. Further, about $306,000 in purchase orders did not contain the
appropriate written justification for sole-source procurements. Also, 54 of the
69 purchase orders did not have documentation that showed that the prices
obtained were fair and reasonable. As a result, the Academy had little
assurance that the Athletic Association made purchases that were fair and
equitable or obtained reasonable prices that were the best value to the Academy.

Exceeding Contract Warrant Authority. The Athletic Association has
two positions that maintain contracting warrant authority, specifically the
contracting officer and the contract specialist (position numbers US04708 and
US04543).  About $324,500 of the $590,000 in purchase orders reviewed
exceeded the $2,500 monetary limit of the contracting officer's warrant
authority. Purchases that exceeded the contracting officer's warrant authority
were usually for nonpersonal services (for example, lodging and advertising); in

7



Finding A. Athletic Association Operation and Management Procedures

most cases, the contracting officer was aware that he exceeded his warrant
authority. The contracting officer stated that his supervisor and other Athletic
Association officials had determined that the majority of the Athletic
Association procurement actions were permissible under the waiver authority
granted in the Secretary of the Air Force Action Memorandum. As a result, in
school year 1993 through 1994, the contracting officer issued a purchase order
for about $18,000 for lodging the football team and staff in Honolulu, Hawaii,
and, in school year 1994 through 1995, the contracting officer issued a purchase
order for about $20,000 for commercial air time. In both instances, the
contracting officer stated that he was aware that he exceeded warrant authority.

Ratification of Unauthorized Commitments. Air Force Regulation 176-9,
"Nonappropriated Fund Contracting," May 30, 1991, defines an unauthorized
commitment as an agreement that is not binding solely because the Government
representative who made the commitment lacked the authority to enter into a
contract on behalf of the Government. Ratification is the process of approving
an unauthorized commitment to pay for the supplies or services provided to the
Government as a result of the unauthorized commitment.

Ratification Process. Air Force Manual 64-302, "Nonappropriated
Contracting," October 21, 1994, provides guidance for the ratification process.
For transactions costing from $500 through $25,000, the installation
commander is authorized to approve or disapprove ratification of unauthorized
commitments. The Vice Superintendent of the Academy had been assigned the
ratification responsibility for the Athletic Association. Further, unauthorized
commitments for more than $25,000 must be approved by the Air Force
Nonappropriated Fund Purchasing Office.

Unauthorized = Commitments Ratified. Eighteen unauthorized
commitments within the Athletic Association, totaling $50,038, had been
ratified and approved for payment from May 1994 through February 1995.
Review of the 18 unauthorized commitments showed that the approving official
at the Academy was not given enough information to effectively determine
whether to approve or disapprove the ratification. Further, the Athletic
Association's unauthorized commitments were always approved; the ratification
process had become a routine matter instead of a corrective action to prevent
future unauthorized commitments. For example, a contracted coach obligated
Athletic Association funds to support Sports Camp requirements without
authority or without informing the contracting officer. As an independent
contractor to the Athletic Association and according to the terms of his contract,
the coach did not have the authority to negotiate and obligate Athletic
Association funds. As a result, the coach incurred unauthorized expenses
totaling $11,990 on June 30, 1994. On September 21, 1994, the coach again
made an unauthorized obligation of $3,847. The Athletic Department submitted
ratification requests for the items purchased in June and September on
January 18, 1995, and February 14, 1995, respectively. Athletic Department
officials stated that the Sports Camp Director and the coach were counseled and
"indicated that it would not happen again." The ratification requests were
subsequently approved. On May 8, 1995, the Director of the Athletic
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Department stated that the coach, a contract employee, had subsequently been
authorized to sign purchase orders as a representative of the Athletic
Association.

Unauthorized Commitments Not Ratified. During school years 1993
through 1994 and 1994 through 1995 (ending February 2, 1995), at least
14 unauthorized obligations, totaling $414,285, were paid by the Athletic
Association without being ratified. The Athletic Association made purchases
and expenditures without issuing purchase orders or awarding contracts. For
example, Special Events officials were responsible for obtaining transportation
and lodging for the football team for away football games. On April 25, 1994,
the Athletic Program Manager signed an agreement with Continental Airlines
for about $175,000 to provide charter air service for away football games within
the continental United States for the 1994 football season. Also, the Athletic
Special Event Manager arranged for the football team to travel to Hawaii
through Bel Air Travel of Honolulu, Hawaii. Bel Air Travel provided
commercial airline tickets totaling $101,767. However, the Special Events
officials did not have contracting authority; therefore, any obligations made by
those individuals were unauthorized and required ratification before payment.
On July 26, 1995, the Chief, Air Force Nonappropriated Fund Procurement,
stated that ratification of the actions was not necessary since payment had
already been made. Additionally, Special Events officials and the contracting
officer failed to use the Athletic Association's existing contracted travel service,
American Express Travel Related Services Company, Inc. As part of the
contract, the Athletic Association would have been refunded 4 percent of the
total retail value of the travel services performed. Consequently, the Athletic
Association lost rebates of at least $7,033 for the continental charters and
$1,850 for the Hawaii trip.

Academy Oversight of Athletic Association Procurement
Procedures

In accordance with Air Force Instruction 34-201, "Use of Nonappropriated
Funds," July 25, 1994, and Air Force Instruction 64-301, "Nonappropriated
Fund Contracting," April 18, 1994, the Academy's Nonappropriated Funds
Financial Analysis Branch and the 10th ABW Contracting Office were
responsible for conducting periodic oversight reviews of procurement actions of
the Athletic Association. = However, neither office had reviewed the
procurement actions of the Athletic Association. As a result of our audit work,
in January 1995, the 10th ABW Contracting Office initiated preliminary work to
conduct an annual oversight review of the Athletic Association's contracting
operations.
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Lodging and Meals for Home Football Games

Local Lodging for Home Football Games. The National Collegiate Athletic
Association rules allow for, but do not require, home teams to stay off campus
(base) before games. Using that rule, the Academy approved the football team
to stay at a hotel in the Colorado Springs area for one or two nights before a
home game. The cadets, however, were not placed on travel orders while
staying at the local hotel. Instead, the Athletic Association accepted the
responsibility for paying for lodging and meals.

Meal Allowances Provided to Football Players. On the days of home football
games, each member of the football team received a meal allowance of $10 to
$15. The meal allowances totaled $5,298 for the 1994 season. Those meal
allowances exceeded amounts specified in Athletic Department Operating
Instruction 176-1, "Financial Policies and Procedures," March 22, 1993.
Instruction 176-1 states that when contract meals (meal paid for by the coach or
an official representative of the Academy) are not provided, a meal allowance
will be provided to team members in the amounts of: breakfast $5, lunch $5,
and dinner $10. However, because the football team was not placed on travel
status during home games, the team ate Academy meals and should not have
received meal allowances.

Breakfast for the football team was provided by the hotel the morning of the
game. Breakfast was not included in the price of the hotel room and cost the
Athletic Association about $1,500 for the 1994 football season. For midday
meals, Mitchell Dining Hall records indicated that the football team was
provided either box lunches or meals from the Tail Gate menu. Tail Gate meals
from Mitchell Dining Hall are provided to the entire Cadet Wing as a midday
meal during home games. Trainers or managers picked up the midday meals
for the football team on the mornings of the games. However, for home games,
the Athletic Association paid each football player from $10 to $15 for the
midday meal allowance or a total of $883 per game. Further, the allowance the
Athletic Association paid the football players was from $5 to $10 more than the
meal allowance specified in Athletic Department Operating Instruction 176-1.
The evening meals were available at the dinning hall after the game from
5:00 p.m. to 7:00 p.m.

Funding for the Sports Camps

The Association and Summer Camps Funding Category. Air Force
Instruction 65-106, "Appropriated Fund Support of Morale, Welfare, and
Recreation and Nonappropriated Fund Instrumentalities," October 28, 1994,
identified the Athletic Association and its activities as category C
revenue-generating activities. A category C activity has the highest capacity to
generate revenue and is considered to be self-sustaining and capable of funding
most of its own expenses. Also, a category C activity is authorized almost no
appropriated funding support. The Academy and the Athletic Association

10



Finding A. Athletic Association Operation and Management Procedures

considered the Sports Camps as part of the mission of the Academy rather than
a category C activity and, therefore, allocated appropriated funding support to
the Sports Camps, even though the Sports Camps grossed about $1 million
during school year 1993 through 1994.

Headquarters, Air Force, Guidance. In January 1995, the Academy
contacted Headquarters, Air Force, to request that the Athletic Association be
exempted from portions of Air Force Instruction 65-106. Specifically, the
Academy requested that the Athletic Association be allowed to use appropriated
funding support. In response to the Academy's request, Headquarters,
Air Force, informed the Academy that the Air Force did not have the authority
to exempt the Academy from policies in Air Force Instruction 65-106, because
it was based on policy prescribed in DoD Directive 1015.6, "Fund Morale,
Welfare, and Recreation," August 3, 1984. Headquarters, Air Force, suggested
to the Academy that it would be more appropriate to discuss the unique nature
of the Athletic Association in a supplement to Air Force Instruction 65-106.
Headquarters, Air Force, recommended that the supplement describe the
activities of the Athletic Association, identify the funding source for the various
expenses, and describe the relationship between the Athletic Association
activities and the mission of the Academy. However, as of May 9, 1995, the
Athletic Association had not submitted a supplement for Air Force
Instruction 65-106 to Headquarters, Air Force.

Academy Staff Judge Advocate Legal Opinion. On February 8, 1995,
the Academy's Staff Judge Advocate issued a legal opinion concerning funding
support for the Sports Camps. Contrary to DoD and Headquarters, Air Force,
guidance, the legal opinion stated that since a major objective of the Sports
Camps was to further the Academy's mission, the Staff Judge Advocate did not
view appropriated funding support of the Sports Camps as supporting the
Athletic Association, but as appropriate and legal and in furtherance of the
Academy's mission.

Office of Admission's Survey Results. Although the Academy's Staff
Judge Advocate indicated that the Sports Camps were used to recruit new cadets
and that the Sports Camps were directly related to the mission of the Academy,
the Office of Admissions issued a survey to the Cadet Wing to determine what
influence the Sports Camps played in the cadets' decisions to attend the
Academy. The results of the survey are shown in Table 1.

Table 1. Cadets Influenced by the Sport Camps to Attend the Academy
Sports Camps Sports Camps Activity
Class Class Influenced Most Influenced
Year Size Decision (Percent) Decision (Percent)
1996 1,199 4.2 1.4
1997 1,130 4.3 1.4
1998 1,260 3.8 1.7

11
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The results of the survey showed that the Sports Camps did not significantly
influence the cadets to attend the Academy. Further, the results of the survey
did not support the Staff Judge Advocate's decision that the Sports Camps
furthered the Academy's mission.

Appropriated Funds Used to Operate the Sports Camps. The level of
appropriated funding support for the Sports Camps varied from using personnel
to using Academy facilities. For example, about 41 percent of the Sports Camp
staff were military personnel assigned to the Athletic Department, military
personnel assigned to other Air Force units, recent Academy graduates awaiting
their initial assignments, or cadets attending the Academy. Additionally, as
part of their normal Academy duties, personnel in the Facilities and Support
Division of the Athletic Department supported the Sports Camps. The Athletic
Department also tasked organizations outside the Athletic Department to support
the Sports Camps. For example, the 10th Logistics Group provided the Athletic
Association bus transportation during the Sports Camp for school year 1993
through 1994. Also, the 34th Training Wing incurred dormitory damage during
the Sports Camp for school year 1993 through 1994. As of May 9, 1995, the
Athletic Association had reimbursed neither the 10th Logistics Group nor the
34th Training Wing.

Civil Service Personnel Supporting Sport Camps

Ten coaches involved in the Sports Camps were civil service employees. The
Athletic Department placed those civil service employees in a nonpay status
during each June, allowing the civil service coaches to receive a percentage of
the profits from their individual camps. In school year 1993 through 1994, the
civil service employees received from $2,500 to about $16,000 from the Sports
Camps.

Historical Use of Coaches. Before 1989, civil service coaches were placed on
annual leave while working at the Sports Camps. After 1989, the civil service
coaches were reclassified from full-time employees to seasonal employees
because of low workload requirements during the summer months and to avoid
dual compensation problems from working the Sports Camps. Seasonal
employment is defined as recurring periods of work lasting fewer than
12 months a year. Seasonal employees are placed in a nonduty/nonpay status
and are recalled to duty in accordance with preestablished conditions of
employment. The Federal Personnel Manual, chapter 340, "Other Than
Full-Time Career Employment," March 12, 1985, sections 2.2 through 2.6
state:

An agency determines the length of a season in accordance with
staffing levels and workload requirements, subject to the condition
that the length of the season must be clearly tied to the nature of the
work and may not be used as a substitute for full-time
employment . . . that a Notification of Personnel Action must be
"~ processed to change an employee from one work schedule to
another . . . seasonal employee is released to nonpay status at the end
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of the season and recalled to duty for the next season. Release and
recall procedures must be established in advance, and uniformly
applied. These may be based on performance, seniority, veteran
preference, other appropriate indices, or a combination of factors.

However, the Academy had no documentation supporting the changes in work
schedules from full-time to seasonal. The Academy reclassified the coaches'
positions to seasonal without formally documenting workload requirements. We
determined that the primary reason the civil service coaches were reclassified
was to make them available to work the Sports Camps. Additionally, the
Academy inconsistently applied and documented the nonpay periods for
different employees.

Civil Service Personnel in Nonpay Status. The Athletic Department had
three ways to pay civil service employee coaches in relation to Sports Camps.
First, when the Sports Camp sponsored the same sport that the employee
coached, the coach was required to be placed in a nonpay status. Second, when
the Sports Camp did not sponsor the coach's sport, the coach could justify either
another position in the Sports Camp or work related to his or her school year
activities. In that situation, the coach was retained in a full-time pay status.
Third, when the Sports Camp did not sponsor the coach's sport, the Athletic
Department reclassified the coach as a full-time employee assigned to assist in
the Sports Camp.

Several coaches did not enter a nonpay status during June and were allowed to
work 1 or 2 weeks during that month. For example, the boxing coach is a
seasonal civil service employee who was not required to go into a nonpay status
in school year 1993 through 1994. Boxing was not offered in the 1994 Sports
Camps, but the boxing coach was allowed to work as the Assistant Sports Camp
Director. Although the coach was not in a nonpay status, neither the Athletic
Department nor the Academy Personnel office documented the boxing coach's
change in work schedule in the personnel file. Additionally, the position of
Assistant Sports Camp Director was not an authorized position for either the
Athletic Association or the Athletic Department. As another example, the
strength coach was not reclassified from a full-time to a seasonal employee.
The strength coach indicated that his position was not reclassified because the
Sports Camp did not require a strength coach. However, the strength coach
usually gives a half-hour lecture during the Sports Camps, which is classified as
part of the strength coach's normal school year duties. The strength coach
stated that the workload requirements were usually low during the summer, but
increased near the end of June, when the incoming freshmen class reported to
the Academy. The strength coach had the same job classification and basic
workload requirements as the other coaches who were reclassified as seasonal
employees.

Facility Licensing Agreements

Facility Usage Fee. Air Force Instruction 32-9003, "Granting Temporary Use
of Air Force Real Property," July 22, 1994, provides guidance on granting
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temporary licenses for wuse of Air Force property or facilities.
Instruction 32-9003 states that "Base Commanders must charge users who do
not directly support the installation's mission the appraised fair market value of
the property." The Instruction also states that revenues from the usage fees are
to go to a special treasury account set up for the Air Force. Headquarters,
Air Force, gave the Academy's Athletic Department Director signature
authority for licenses to use Academy property or facilities. The Director of the
Athletic Department is required to independently determine whether a usage fee
will be charged on facility licenses. No usage fees were assessed on any of the
42 facility licenses issued by the Athletic Association in FYs 1994 and 1995
(ending March 31, 1995). As a result, the Academy lost about $40,000 in
usage fees for that period.

Utilities Fees. Air Force Instruction 32-1061, "Providing Utilities to Air Force
Installations," June 14, 1994, provides guidance on when utilities and other
services are to be supplied with or without reimbursement. Utilities include
electricity, gas, and water; other services include items such as personnel and
equipment. Receipts from the sale of utilities and other services are to go to the
Academy's Operation and Maintenance account. The Athletic Association
assessed utility charges in facility licenses; however, not all utility charges were
collected. For example, utility charges for four facility licenses totaling $2,710
in FY 1994 and $2,480 in FY 1995 were not collected. Additionally, those
utility charges that were collected were improperly deposited into the Athletic
Association account instead of the Academy's Operation and Maintenance
account. In FYs 1994 and 1995, the utility charges collected and deposited into
the Athletic Association account totaled $4,240 and $2,430, respectively.

The Athletic Association facility licenses also assessed fees for other expenses
that included charges for items such as personnel and equipment expenses. No
documentation showed whether the indirect costs related to the appropriated
support provided to Athletic Association activities. As a result, we cannot
determine whether the fees should have been reimbursed to the Academy instead
of the Athletic Association. In FYs 1994 and 1995, the other charges that the
Athletic Association collected totaled $40,160 and $69,710, respectively.
However, the Athletic Association did not collect facility licensing fees totaling
$11,040 in FY 1994 and $5,650 in FY 1995.

In January 1994, the Business Manager of the Athletic Association issued
guidance stating that all licensing agreements must be coordinated with the
Athletic Association Business Office. According to the Business Manager, the
representatives in the Business Office would log and track the licensing
agreements to ensure collection. As of May 9, 1995, those procedures had not
been implemented.

Gift Shop Overtime

The Athletic Association Business Office management personnel were not
effectively monitoring payroll costs in the Visitor's Center Gift Shop. Overtime
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hours frequently were not requested and approved in advance as required, and
the Gift Shop manager and his assistant improperly approved their own
overtime.

Significant Overtime From July 1994 Through February 1995. Frequently,
the Gift Shop manager had not properly requested to work overtime in
accordance with requirements in Air Force Manual 177-372A, volume II,
"Time and Attendance Reporting Civilian Pay System," July 1992, and the
Nonappropriated Funds Personnel System Program Action Directive, April 14,
1991. The Gift Shop manager was compensated for 80 hours of regular duty
and an additional 99 hours of overtime for the pay period ending December 14,
1994, and 86 hours of overtime for the pay period ending February 11, 1995.
The payroll records showed that personnel assigned to the Gift Shop received
about $39,400 in overtime pay for the first 6-1/2 months of school year 1994
through 1995 compared with $13,473 for the entire 1993 through 1994 school
year. The Gift Shop manager received about $13,000 of overtime pay from
September 11, 1994, through February 11, 1995. Reasons for the significant
increase in overtime during this period were not provided, and the lack of
documentation prohibited our determining whether or not the overtime was
proper.

Payment of Unauthorized Overtime. The Athletic Association Business
Manager or other designated official in his absence is responsible for certifying
time cards and overtime for the Gift Shop manager and assistant managers.
However, the Nonappropriated Fund Financial Management Branch processed
and paid the payroll and overtime records without the signature of a proper
certifying official. For example, for the pay period ending January 28, 1995,
the Gift Shop assistant manager certified overtime hours and payroll for the Gift
Shop, which included $568 in overtime for himself and $1,245 in overtime for
the Gift Shop manager. For the pay period ending February 11, 1995, the Gift
Shop manager certified the overtime hours and payroll, which included $2,002
in overtime pay for himself.

Travel Benefits From Non-Federal Sources

The Academy's nonappropriated funds procurement officials are subject to the
standards of ethical conduct prescribed in DoD Directive 5500.7-R, "Joint
Ethics Regulation," August 1993. DoD 5500.7-R, chapter 4, section 1,
"Acceptance of Official Travel Benefits in Kind or Payment for Official Travel
Expenses," states:

Any official travel benefits from non-federal sources accepted by the
travel approving authority must be: (a) approved in writing by the
travel approving authority with the advice of the DoD employee's
ethics counselor; (b) if accepted under the authority granted by 31
U.S.C. 1533, approved in advance of travel.

The buyer for the Visitors' Center Gift Shop served as the main procurement
official for the Gift Shop. The buyer was responsible for negotiating with
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manufacturer representatives for the purchase of a wide variety of goods for the
Gift Shop. The buyer also participated in the selection of items offered by the
Gift Shop in its annual Gift Shop Catalog.

The Gift Shop buyer accepted and used airline tickets for official travel from
vendors who were potential suppliers for the Gift Shop. On November 28,
1994, the buyer accepted and used a commercial airline ticket provided by Gear
For Sports of Lenexa, Kansas. The ticket was for air travel from Denver,
Colorado, to Kansas City, Kansas, and was valued at $536. According to Gift
Shop personnel, purchases of about $250,000 resulted from the trip to Gear For
Sports. On January 11, 1995, the same buyer accepted and used a commercial
airline ticket purchased by Champion of Winston Salem, North Carolina. The
ticket was for air travel from Denver, Colorado, to Winston Salem, North
Carolina, and was valued at $1,075. As of May 9, 1995, the Academy's Staff
Judge Advocate had not provided a legal opinion concerning the Champion
contract.

As of May 9, 1995, the Gift Shop manager and the Gift Shop buyer had not
received ethics training, although they had both been working for the Athletic
Association since November 1994. Further, the Athletic Association had not
identified any ethics training requirements for those individuals. According to
the Academy Ethics Officer, new employees are required to receive ethics
training within 30 days after the employee starts work and annually thereafter.

Mail Order Catalog

The Athletic Association publishes and distributes a mail order catalog. The
total cost for the mail order catalog for the first 6 months of school year 1994
through 1995 was $74,782. However, DoD guidance prohibits distribution of a
mail order catalog. DoD Instruction 1015.2, "Operational Policies for Morale,
Welfare and Recreation,”" May 17, 1985, states that mailing of material
promoting the sale of products or services is authorized only to patrons who
voluntarily have requested to receive such advertising information. The
Instruction also states that mail order catalogs "will not be mailed under any
circumstances." Additionally, the Athletic Association did not send the catalogs
to individuals who had voluntarily requested the advertising materials. Instead,
the Athletic Association sent the catalog to individuals on mailing lists derived
from private sources. As a result, the Athletic Association spent about $74,782
in direct conflict with DoD Instruction 1015.2 in publishing and mailing costs
for the mail order catalog.

Individual Service Contracts

The Athletic Association had 54 individual service contracts (ISCs), totaling
$220,366 on file for school years 1993 through 1994 and 1994 through 1995
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(ending March 25, 1995). Air Force Manual 64-302 states that ISCs are used to
contract with a specific individual for services that require unique skills,
experience, or knowledge. Air Force Manual 64-302 also states that an ISC
should pertain to only the individual who performs the unique service required
and that competition for ISCs should be obtained whenever practicable, unless
sole-source purchasing is justified and documented or the total amount of the
contract is expected to be $2,500 or less.

Of the 54 ISCs, 9 contained more than 1 individual's name and provided a
variety of services costing about $130,000. Several ISCs listed services
provided by more than 20 people on the same contract, and 1 contract listed
more than 150 people. Additionally, the statements of work for many ISCs
were so general that we could not determine whether the individuals identified
on the ISCs performed services in accordance with the contracts. We also
identified that 11 ISCs, totaling $73,996, were awarded without competition,
but did not contain sole-source justifications. Last, five foreign nationals were
hired as instructors on ISCs for the 1993 and 1994 Sports Camps. The foreign
nationals were soccer instructors for the Sports Camps and were paid about
$6,600. The Athletic Association personnel failed to verify whether the
five employees were entitled to work in the United States as required by the
Immigration Reform and Control Act of 1986 (United States Code, title 8,
section 1324a).

Nonappropriated Contract Personnel

Athletic Association Personal Service Contracts. According to the Secretary
of the Air Force Action Memorandum (Appendix E), the Athletic Association
was authorized to issue personal service contracts to obtain coaches and staff for
two specific intercollegiate sports programs (that is, football and basketball) and
for the Directors of Promotions and Development. As of May 9, 1995, the
Athletic Association had a total of 32 personal service contracts: 15 football-
related contracts (included 2 secretaries), 4 basketball-related contracts (included
1 secretary), 9 other intercollegiate sports-related contracts, and 4 miscellaneous
contracts.

The Athletic Association's contracted personnel were not considered employees
of the Athletic Association, the Academy, or the Federal Government. The
Athletic Association personal services contracts specifically state that ". . . the
contract is not a United States Government contract, is not binding upon the
Government of the United States or the property thereof, but is exclusively an
obligation between [contractee] and the Association, a nonappropriated fund
activity of the Department of the Air Force." Additionally, the personal
services contracts state that the contractee will follow the established policies
and procedures of the Air Force, the Academy, and the Athletic Department.
However, the Athletic Association does not distinguish between duties and

responsibilities of contract personnel and those of Athletic Association
employees.
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Federal Insurance Contribution Act Payments. In Air Force Audit Agency
Report 110-902, "Management of the Association," November 21, 1988, the
Air Force Audit Agency identified tax accounting for individual service
contractors as an area of concern. The audit report states that the Athletic
Association was inconsistent in its tax treatment of individual service contractors
in that it treated contract employees as Government employees by withholding
taxes, paying the employer's share of Federal Insurance Contribution
Act (FICA) contributions, and issuing Internal Revenue Service Forms W-2.
The Air Force Audit Agency recommended that the Athletic Association request
a determination on the employment status for contract employees from the
Internal Revenue Service and that it discontinue withholding taxes, paying the
employer's share of FICA, and issuing W-2 Forms. The Athletic Association
concurred in principle with the report and agreed that an official determination
was needed for contract employees. However, rather than have the Internal
Revenue Service make the determination, the Academy's Staff Judge Advocate
provided an opinion on contract personnel and the deduction of withholding
taxes. The Staff Judge Advocate stated that for tax purposes, the coaches
should be treated as Government employees. Based on the Staff Judge
Advocate's legal opinion, the Athletic Association determined that it satisfied
the Air Force Audit Agency recommendation.

As of May 9, 1995, a determination on the employment status of contract
personnel had still not been requested from the Internal Revenue Service, the
Nonappropriated Fund Financial Management Branch was still deducting
withholding taxes and issuing W-2 Forms for contract personnel, and the
Athletic Association was still paying the employer's share of FICA taxes for 30
of its 32 contract personnel. Personal services contracts do not require that the
Athletic Association provide accounting services for contract personnel. As a
result, the Athletic Association made FICA contributions on behalf of contract
employees totaling about $132,360 for school year 1994 through 1995 (ending
March 25, 1995).

Contracting Authority for Contract Personnel. Officials of the Athletic
Association stated that no additional contracts or addendums to personal services
contracts authorized the contractee to obligate nonappropriated funds. As a
contractee to the Athletic Association, the contractee cannot be granted the
authority to obligate appropriated funds. Specifically, the Athletic Association
personal services contracts state:

. .. in the absence of specific written authorization independent of
this contract, . . . [contractee] . . . shall not be, nor shall [he/she] act
as the agent of the Association, and [he/she] shall have no authority to
bind the Association on any contract for the procurement of [the]
equipment or services, or any authority to obligate the Association, its
funds, officers, or members on any matter with any person. Any
unauthorized representation of authority by [contractee] causing third
parties to rely thereon shall be, if any obligation results, solely the
obligation of the coach in his individual capacity and not the
obligation of the Association.

Contract personnel, specifically head coaches, were influencing the expenditure
of appropriated and nonappropriated funds. As independent contractors to the
Athletic Association, the Athletic Association gave head coaches the authority to
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engage in commercial product endorsement contracts. In commercial product
endorsement contracts, the coaches agreed that the coaching staff and team
would wear a product. The coaches then identified the same product as an
equipment or clothing requirement for the coaching staff and team. In return,
the coach received benefits, ranging from cash to merchandise credit.

For example, one head coach had established a contract with Reebok
International Limited. The Reebok contract period was from March 18, 1994,
to March 17, 1995. The product endorsement contract between the head coach
and Reebok states that:

Coach agrees to purchase Company footwear for the Team and Staff
use in accordance with Company's [Reebok's] Team Sales programs
under which Company [Reebok] agrees to provide Coach with one
(1) pair of shoes at no cost for every two (2) pair(s) of shoes
purchased for Team use.

In an amendment to the contract, the paragraph was changed to state, "Coach
agrees to use his best efforts to purchase Company footwear . . . ." because the
head coach could not obligate appropriated funding.

For the 1994 through 1995 season, the head coach determined that Reebok
shoes would be the footwear for the team and staff. As a result, on July 1,
1994, the Directorate of Athletics requested the sole-source purchase of Reebok
footwear for the team. In FY 1994, the Academy purchased 482 pairs of
Reebok shoes for the team at a cost of $18,873, and, in October 1994,
contracted for an additional 248 pairs of shoes for $9,200.

The terms of the product endorsement contract state as part of the "positive
performance incentives" or media coverage that Reebok will pay the head
coach. For example, Reebok will pay $25,000 to the head coach for a National
Champion in Division I; $2,500 for a picture of the Reebok shoe with logo on
the Sports Illustrated cover; or $1,500 for a victory over a Top Ten Division
One Team.

Additionally, Reebok agreed to provide the head coach, at no charge:

(i) such Endorsed Goods as Coach shall reasonably request and
require, up to an aggregate retail value ... and (ii) such running
shoes as Coach shall reasonably request and require up to an
aggregate retail value of . . . . Endorsed Goods supplied . . . shall be
used by Coach, Staff and/or Team at Coach's sole discretion.

The head coach distributed the line of credit among representatives of the staff,
the Athletic Association, and the Athletic Department.  Specifically, the
Director of the Athletic Department received a credit, and the Business Manager
received a credit.

Under Public Law 103-337, section 556, October 5, 1994, the Superintendent
of the Academy is charged with administering a nonappropriated fund account
for the athletic program of the Academy. The Superintendent is also required to
credit the nonappropriated account with all revenues received from the conduct
of the athletics program of the Academy and all contributions received for that
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program. Based on Public Law 103-337, the income received or revenue
generated as a result of any association with the Academy's athletic program by
the Athletic Department's coaching staff (to include contract coaches) should
also have been credited to the nonappropriated account. As of May 9, 1995,
the Academy had not collected the cash or merchandise received from product
endorsement contracts.

Summary

Because of the Athletic Association's broad interpretation of the Secretary of the
Air Force Action Memorandum, operating procedures at the Athletic
Association are not in compliance with existing statutory, DoD, and Air Force
guidance. The Athletic Association believes its operations are unique and do
not fall within established DoD and Air Force procurement guidelines.
Although the Athletic Association is a unique operation, it remains a
nonappropriated fund instrumentality and must follow the existing guidelines.

Recommendations, Management Comments, and Audit
Responses

A. We recommend that the Superintendent, United States Air Force
Academy:

1. Request a revalidation and clarification from the Secretary of the
Air Force of the April 14, 1987, Secretary of Air Force Action
Memorandum to specify the Federal, DoD, and Air Force guidance from
which the Athletic Association is exempt.

Management Comments. The Air Force concurred and stated that the
Secretary of the Air Force signed a new memorandum on November 16, 1995,
prescribing the policies governing the operation of the Athletic Association.

Audit Response. Although the Air Force provided a new Air Force Academy
Athletic Association Action Memorandum, this Action Memorandum does not
conform to DoD policies and procedures. The November 16, 1995, Action
Memorandum identifies the Athletic Association as a Supplemental Mission
Support Nonappropriated Fund Instrumentality and not a Morale, Welfare, and
Recreation activity based on the unique direct support provided to the
Academy's athletic mission. However, DoD Directive 1015.1, "Establishment,
Management, and Control of Nonappropriated Fund Instrumentalities," defines
a Nonappropriated Fund Instrumentality as an integral DoD organizational
entity that performs an essential Government function, acting in its own name,
to provide or assist other DoD organizations in providing Morale, Welfare, and
Recreation programs for military personnel and authorized civilians. The
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Directive further identifies eight Nonappropriated Fund Instrumentality
classifications. Classification VIII,  Supplemental ~Mission  Support
Nonappropriated Fund Instrumentality, includes all Nonappropriated Fund
Instrumentalities providing Morale, Welfare, and Recreation services as
adjuncts to training, health, billeting, or other mission support programs, and
specifically identifies the types of Morale, Welfare, and Recreation activities to
include the "Athletic Association Supplemental Mission Fund."

The November 16, 1995, Action Memorandum also makes numerous references
to the limitations that Air Force policies place on the Association; however, the
waivers attached to the November 16, 1995, Action Memorandum only address
three specific Air Force Instructions, but authorizes waivers to any Air Force
Directive that is contrary to the provisions of the Athletic Association. Based
on this, one could conclude that neither the Air Force nor the Athletic
Association is fully aware of existing Air Force Directives that effect the
Athletic Association or the true limitations that Air Force Directives have on the
Athletic Association's operations. Further, during our audit, the Athletic
Association could not demonstrate how Air Force Directives were limiting its
operations.

In addition, the November 16, 1995, Action Memorandum details specific
waivers to Air Force Directives regarding procurement, public relations,
insurance, personal service contracts, and fundraising. For procurement, the
Waiver allows the Superintendent to waive those provisions of the Air Force
nonappropriated fund contracting directive that prevent the Athletic Association
from operating in a manner consistent with acceptable intercollegiate athletic
practices. Notwithstanding any such waiver, all Association contract actions
shall comply with the policies and practices of the National Collegiate Athletic
Association and with all applicable nonwaived Federal directives. The Air
Force Nonappropriated Fund Purchasing Office is responsible for Air Force
Instruction 64-301 and Air Force Manual 64-302, "Nonappropriated Fund
Contracting," October 21, 1994, and is also responsible for the issuance and
maintenance of Nonappropriated Fund contracting warrants. Within the
identified guidance, mandatory nonappropriated fund requirements are required
to be met for any nonappropriated fund purchase. Further, the nonappropriated
fund contracting policies state that the procedures identified are mandatory
unless stated otherwise and that waiver requests are to be processed through
command channels to Air Force Nonappropriated Fund Purchasing Office for
submittal to the Secretary of the Air Force (Acquisition Contracting Office). As
a result, the Superintendent does not have the authority to waive Air Force
Nonappropriated Fund Contracting Directive or Federal directives.

For public relations, the Waiver states that any Air Force Directive that
prohibits the Athletic Association from conducting public relations similar to
other intercollegiate athletics and policies and practices of the National
Collegiate Athletic Association was hereby waived. However, during our audit,
the Academy failed to demonstrate how the existing Air Force policies hamper
the public relations functions required by the Association. Additionally, as a
Morale, Welfare, and Recreation function, the Association would be required to
follow existing DoD guidance. For example, a May 19, 1992, Memorandum
for the Deputy Assistant Secretary of Defense (Personnel Support, Families and
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Education) provides specific guidelines for establishing Commercial
Sponsorship. Our audit showed that the Association was not only unaware of
existing Air Force policy, but also DoD policy concerning commercial
sponsorship. In addition, we found that the Association directly violated both
DoD and Air Force guidance in soliciting alcohol producers to sponsor the Air
Force Academy Athletic Program.

As a result, we request that the Air Force reconsider its position and submit
additional comments in response to the final report.

2. Establish policies and procedures for procurement actions for the
Athletic Association in accordance with DoD Instruction 4105.67,
"Nonappropriated Fund Procurement Policy," October 2, 1981.

3. Revise the Athletic Department Operating Instruction 176-5,
"Procurement of Supplies, Equipment Services," January 6, 1995, to
comply with the policies and procedures for procurement action in
applicable DoD regulations.

4. Establish policies and procedures to prohibit the Athletic
Association personnel, including contract personnel, from obligating or
committing the funds of the Athletic Association.

Management Comments. The Air Force concurred and stated that Athletic
Department Operating Instruction 176-5 had been rescinded, that the
10th Services Squadron had assumed procurement operations for the Athletic
Department, and that a policy letter had been issued requiring all procurements
to be processed through the Athletic Department Comptroller's Office.

S. Eliminate the contracting capability in the Athletic Association.

a. Realign positions US04708 and US04543 to the
10th Logistics Contracting Office.

b. Revoke the contracting warrant authorization from the
Athletic Association in positions US04708 and US04543.

Management Comments. The Air Force neither concurred nor nonconcurred
but stated that the contracting capability had been removed from the Athletic
Association and realigned under the Nonappropriated Fund Accounting Office.
The Air Force added that the Nonappropriated Fund Accounting Office would
handle procurements and the 10th Logistics Contracting Office would process
only purchases more than $2,500.

Audit Response. The realignment of positions US04708 and US04543 to an
organization outside the Athletic Association and Athletic Department satisfies
the intent of Recommendation 5.a. However, the Air Force did not comment
on Recommendation 5.b., revoking the contracting warrant authorization from
positions US04708 and US04543. The personnel in positions US04708 and
US04543 have demonstrated a willingness to violate established DoD and Air
Force policies and procedures and knowingly exceeded their contracting
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authority. Therefore, we request that the Air Force provide its position on
Recommendation 5.b. and corrective actions taken or planned in response to the
final report.

6. Perform an annual oversight review of the Athletic Association in
coordination with the Nonappropriated Fund Financial Analysis Branch,
Financial Management and Comptroller, and the 10th Air Base Wing and
establish a tracking program to ensure identified problems are corrected.

Management Comments. The Air Force concurred and stated that the
10th Air Base Wing would establish a comprehensive program to conduct
oversight visits of the Air Force Academy Athletic Association by
November 30, 1995, to ensure compliance with applicable policies and
procedures.

7. Discontinue lodging the football team at local hotels before home
football games and stop providing meal allowances to football players when
meals are provided during home football games.

Management Comments. The Air Force nonconcurred and stated that lodging
the football team at local hotels was consistent with common National Collegiate
Athletic Association policy and practice and deemed to be in the best interest of
the football program and the athletes. However, the Air Force did concur that
athletes should not be provided meal allowances when meals were provided and
stated that this practice had been terminated.

Audit Response. Although the National Collegiate Athletic Association allows
lodging athletic teams in local hotels before home games, the Air Force
Academy is a Government institution funded by the tax payers and should
exercise fiscal responsibilities above private university practices. Further, the
Air Force Academy, a state-of-the-art institution with facilities that are adequate
for its mission, does not implement the same common practice of lodging its
other intercollegiate athletic teams at local hotels before home games.
Therefore, we request that the Air Force reconsider its position and submit
additional comments on the final report.

8. Complete a supplement for Air Force Instruction 65-106,
"Appropriated Fund Support of Morale, Welfare, and Recreation, and
Nonappropriated Funds Instrumentalities," October 28, 1994, that
identifies each activity of the Athletic Association as category A, B, or C;
identifies funding sources; and describes the relationship of the Athletic
Association to the mission of the United States Air Force Academy.

Management Comments. The Air Force concurred and stated that the draft
supplement had been completed and submitted to the Office of the Assistant
Secretary of the Air Force (Financial Management and Comptroller).

Audit Response. We request that the Air Force provide the final supplement to
Air Force Instruction 65-106 when available.
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9. Determine whether the Athletic Association must reimburse the
United States Air Force Academy (including the 10th Logistics Group and
the 34th Training Wing) based on identifying each activity in the Athletic
Association as category A, B, or C as required in Recommendation 8.

Management Comments. The Air Force concurred and stated that the
determination should be completed by December 1, 1995, after finalization of
the United States Air Force Academy supplement to Air Force
Instruction 65-106.

10. Evaluate the pay status of civil service coaches in relation to the
preestablished conditions of their employment and place them in the
correct pay status when attending Sports Camps.

Management Comments. The Air Force neither concurred nor nonconcurred
but stated that the Academy's Directorate of Civilian Personnel had evaluated
the utilization of civil service coaches and had determined that the current use of
seasonal hires was appropriate.

Audit Response. Our audit analysis showed that the work involved in coaching
and recruiting by the civil service coaches was similar to that required by the
coaches for the Sports Camps. The Sports Camp coaches used the Sports
Camps as an initial element for determining future recruiting prospects to the
Academy and ran the Sports Camps similar to the training drills used for the
intercollegiate sports teams. The only differences in the two programs were the
age ranges in the Sports Camps compared to those of the Cadets and the level of
intensity of the drills performed. We also found no consistency in determining
which civilian personnel coaches would be seasonal and which would not be
seasonal. As a result, we request that the Air Force reconsider its position and
submit additional comments, addressing the methodology and analysis used, in
response to the final report.

11. Establish procedures to require that all licensing agreements be
coordinated through the Athletic Association Business Office; to record
issued licensing agreements; to collect usage fees in accordance with Air
Force Instruction 32-9003, "Granting Temporary Use of Air Force Real
Property," July 22, 1994; and to collect utility charges in compliance with
Air Force Instruction 32-1061, "Providing Utilities to Air Force
Installations," June 14, 1994.

Management Comments. The Air Force concurred and stated procedures are
in an October 10, 1995, Athletic Department Policy Letter.

12. Transfer collected utility charges from the Athletic Association
account to the United States Air Force Academy Operation and
Maintenance Account.

Management Comments. The Air Force concurred and stated that an analysis
to determine the amount to be transferred to the Operation and Maintenance
accounts had been completed and funds would be transferred as they are
collected.
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13. Direct that personnel in the Athletic Association Gift Shop
request advance approval for overtime and have time cards approved by
the authorized approval authority in compliance with Air Force
Manual 177-372A, volume II, "Time and Attendance Reporting Civilian
Pay System," July 1992, and Nonappropriated Funds Personnel System
Program Action Directive, April 14, 1991.

Management Comments. The Air Force concurred and stated that all Athletic
Department personnel are required to request overtime in advance to the
maximum extent possible and that all time cards must be approved in
accordance with Air Force regulations. The Air Force added that all
timekeepers and supervisors had been trained on proper procedures.

14. Expand the United States Air Force Academy ethics training
program to include all nonappropriated fund employees, which includes
employees of the Athletic Association.

Management Comments. The Air Force concurred and stated that ethics
training now included nonappropriated fund employees and that training had
been provided to all appropriate Athletic Association personnel.

15. Report the ethics violations the Athletic Association Gift Shop
buyer committed to the United States Air Force Academy Senior Ethics
Officer for corrective action.

Management Comments. The Air Force concurred and stated that the United
States Air Force Academy Senior Ethics Officer had determined that a technical
violation had occurred and that the corrective action should be to provide
training to the violator. This training was completed on July 13, 1995.

16. Discontinue the Athletic Association Gift Shop mail order
catalog and prohibit the issuance of future catalogs in accordance with DoD
Instruction 1015.2, "Operational Policies for Morale, Welfare and
Recreation," May 17, 1985.

Management Comments. The Air Force nonconcurred and stated that the Air
Force Academy Athletic Association was not a Morale, Welfare, and Recreation
activity and, therefore, not subject to the limitation of Morale, Welfare, and
Recreation activities.

Audit Response. Air Force Instruction 34-201, applying to all Air Force
Nonappropriated Fund Instrumentalities, incorporates the provisions of DoD
Instruction 1015.2 in i<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>